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Military Health System

MAEDICINE - FY 2005 Snapshot
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NAVY MEDICINE

Workd Class Care... Anytime, Anywhen:

TRICARE Compared to

Other Healt

N Plans

TRICARE Prime FEHBP Kaiser Mid- TRICARE Standard/ FEHBP Blue Cross
NADD < 65 Atlantic* Extra NADD < 65 Standard*

Cost for a Family of 3 1999 2003  %Chg | 1999 2003  %Chg 1999 2003  %Chg | 1999 2003  %Chg
Enrollee Premium $460  $460 0% | $1,440 $1910 33% $0 $0 0% | $1,620 $2,740 69%
Other Out-of-Pocket $211  $249  18% | $360  $850 136% || $1,139 $1,304 14% | $1,410 $1,490 6%
Total Out-of-Pocket $671  $709 6% | $1,800 $2,760 53% $1,139 $1,304 14% | $3,030 $4,230 40%
Government Cost $5,232 $7,496 43% | $4,170 $5,720 37% $5,232 $7,496 43% | $4,170 $6,490 56%
Total Cost $5,903 $8,205 39% | $5,970 $8,480 42% $6,371 $8,799 38% | $7,200 $10,720 49%
Enrollee Share of Total | 11% 9% 30% 33% 18% 15% 42% 39%

Govt Share of Total 89% 91% 70% 67% 82% 85% 58% 61%

* Per Checkbook Magazine




Retiree under age 65 EStlmated TrendS |n
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NAVY MEDICINE Beneficiary Share

Workd Clas Case., Antie, Asywhere

Percent of DHP Health Care Expenditures by Beneficiary Group
With <65 Enrollment Approaching 90% by 2009 - Increase Limited to MCSC
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Past and Projected
N VLN Resources for the
Military Medical System
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NAVY MEDICINE DHP Financial
- Challenges

e Price and Program
— Increased number of beneficiaries using system
— Increased beneficiary demand
— Health care inflation

e Congressional Issues

— Reserve health care benefit

— Lack of flexibility to align resources between Direct
Care (MTFs) and Private Sector Care to reflect where
care 1s provided

e Readiness
— Military to civilian conversion within DHP
— Global War on Terrorism

"FIRST AND FINEST”



VUIMEDICINE =95t Control Initiatives

* Implementation of new Health Care Contracts to
Improve contract management and reduce cost
volatility

e Begin implementation of Prospective Payment
System that uses performance-based budgeting
focusing on the value of outputs rather than the
cost of inputs for health care services provided in
the Direct Care System

 Partial implementation of Federal ceiling pricing
In Retail Pharmacy Network
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NAVY MEDICINE POM/BES FY 2006-2011
orkd Class Case... Anytime, Asywhere Key Issues

e Pay me now......and pay me later...Future health
care cost growth Is a significant Department issue

 Military health benefit is extremely rich

* New benefit expansions proposed by Congress
cannot be funded without dramatic incursions into
Service line budgets

* To meet the proposed funding targets, military
treatment facilities must become more efficient
and fiscally accountable
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NAVY MEDICINE

Workd Class Care... Anytime, Anywhen:

Navy’s Strategic Vision
Versus
Fiscal Realities
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Achieving the CNO’s Vision: Instilling a Culture of

Improved Productivity

Newslines The Navy |

Adm. Vern Clark, chief of naval operations, says the Navy will
first class will be required to hold an associate’s degree.

Chief of Naval Operations Adm.
Vern Clark has a thing or two to say
about keeping the Navy relevant

By William H. McMichael

“We're not going
to take
unnecessary risks
as we create the

tions. experience and ability — is in.
st l:el'ltll'! “Our Navy is tronsform-  Guantity — keeping vour job for
3 irg,” said Adm. Vern Clark, spack- 20 years bocause you'ro staying

Times reporters and editors. “We
“Tibcs HTARY WHITER arn challenging every assumption.”
hange, or get out of the Quality — say, an aviation Heu-
way. If you hm fig- tenant commander who fails to
ured that out yet, listen o scroen for a department head job
wour chief of noval opera-  but still possesses tons of valuahle

out of trouble and doing wn OK job
in ot

ing Nov, 16 during his anaual edi-
torinl board meoting with Military

Navy.

14 Mavy Times November 29, 2004

On the horizon: an advancement
revolution that will favor self-mo-
tivated, multitalented porsonnel

Clark is sending Navy admirals
through n business course that in-
cludes a major ecomponent on
learning hew to diroct and man-
tgo change, He sces o Navy
“sometime in the future® — “in &
few years,” he later added — in
which sailors can't be promoted to
firstclass petty officer unbess
they've earmed an associates de-

“Wo will bo n mare high-toch or-

ion,” Clark sadd, “and we
ard edication with ad-
vancement opgortunities that will
be part of the caleuhus. And that's

PHRITOS BT ALY Laowc, Tees szary

a time in the not-oc-distant fisture when petty officers

‘We are challenging
every assumption’

what is going to happen.

The Navy is ealling this reshnp-
ing of the forcs “Human Copital
Strategy” While the phrose has o
detached and impersonal sound to
it, Clark said the plan is simple.

“It’s fundamentally how you nc-
quire people ... how you grow and
develop them ... [and] the way
you will retain the intellectual
enpital that you need to run your
organization,” he sabd

Clark wants people — divilians
as well s uniformed persanne] —
with multiple copabilities, people
whose skills will complemaent tha
high-tech ships on the drawing
beards. He calls it “blurring the
linea.”
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Workd Class Care... Anytime, Anywhen:

Productivity = Output/Cost

ﬁ Productivity :ﬁOutput/@Cost
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Fallon says Navy must practice fiscal restraint
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Report: Payroll a threat to programs

Congressional Budget Office
warns of looming defense woes

By Rick Maze
TIMES STAFF WRITER

Salaries and benefits for troops
and Defense Department civilian
employees threaten to squeeze
other Pentagon programs such as
weapons buying, facilities mainte-
nance and wmodernization, the
nonpartisan Congressional Bud-
get Office says.

That warning, in a report on the
long-range implications of the cur-
rent defense budget, sounds much
like the caution flags being raised
by senior Pentagon officials who
have expressed concerns about
the generous pay-and-henefits
mood of Congress since the start
of the war on terrorism.

Pentagon officials have been es-
pecially critical of proposals to in-
crease benefits for reservists and
retirees out of concern that the
costs could crimp funding for
higher wartime priorities.

Just to provide regular pay in-
creases to military and defense
civilian employees to keep pace
with private-sector wages, the
Pentagon can expect its payroll
costs to jump by 30 percent be-
tween 2005 and 2022, the CBO
said. Growth in health-care costs
could be even larger, possibly dou-
bling over the same period.

The Pentagon’s problems would
become larger still if Congress
were to be even more generous by
approving expensive hikes in re-
tired pay for reserve and National
Guard forces or extending concur-
rent receipt of full retired and dis-
ability pay to all disabled retirees,
the CBO said.

Personnel costs are only part of

the problem addressed in the re-
port, which also looks at costs of
developing and buying military
equipment and an expected in-
crease in operations and mainte-
nance costs.

The Pentagon’s five-year spend-
ing plan expects that the budget
for 2005, about $402 billion ex-
cluding wartime supplemental
funding, will rise to about
$455 billion by 2009 and average
$485 bhillion a year from 2010 to
2022, the report says.

But those figures are too low,
the CBO says, warning that true
costs would be 14 percent more
than current projections under
the best of circumstances and
would be even greater if the mili-
tary has wvastly underestimated
its needs.

Predictions of dire hudget prob-
lems over the horizon for the mili-
tary are not new, but the current
situation is more complex for the
Defense Department because of the
growing federal budget deficit and
even bigger problems facing law-
makers with uncontrolled growth
in Social Security, Medicare and
Medicaid, the CBO says.

With President Bush and Re-
publican leaders in Congress vow-
ing to make deficit reduction a
priority next year, it would be diffi-
cult — and probably politically
impossible — to solve the mili-
tary’s budget problems by simply
giving the Pentagon more money,
according to House and Senate
aides who work on defense budget
issues.

Even when the nation had a
budget surplus four years ago, the

PHAN JACOB J. KIRK, NAVY

Military payroll increases in the coming years could threaten other Pentagon
priorities such as maintenance, according to the Congressional Budget Office.

Bush administration strongly re-
sisted efforts to channel some of
that extra money to the military.
Now, when additional defense
funds could be found only by tak-
ing money from another federal
program, even defense supporters
in Congress seem reluctant to
push for defense spending hikes,
according to congressional aides.

However, the Pentagon has not
asked for more. Although the ser-
vices have long lists of unfunded
priorities, related both to ongoing
operations and the regular budget,
senior defense officials haven’t
pushed the White House for fund-
ing increases.

Instead, the administration’s
policy has been to seek defense in-

creases only to match inflation
and to pay for program increases
with cuts somewhere else. Defense
officials believe money saved from
the next round of base closings, for
example, will help reduce the
backlog in maintenance and re-
pairs at military installations that
won't be closed.

Recruiting and retention

Faced with short budgets and lit-
tle hope of getting more money, the
Pentagon will have no choice but to
hold down expenses, congressional
aides said What that means in
terms of pay and benefits will de-
pend on whether the services run
into serious problems with recruit-
ing and retention.

With the services telling Con-
gress that they’re mostly meeting
goals for getting and keeping peo-
ple, there seems to be no pressing
need for more big improvements
in basic pay and allowances, al-
though some enhancements to
special pays and bonuses might be
needed to address shortages,
aides said.

Under a congressional mandate,
the 2006 military pay raise is sup-
posed to be 0.5 percentage point
greater than the increase in pri-
vate-sector wage hikes, which
would result in an across-the-
board jump in basic pay of about
3.9 percent.

Because money is so tight, the
Bush administration could ask for
smaller pay increases, such as giv-
ing the military the same 3.4 per-
cent raise expected for federal
civilian workers, congressional
aides said.

And if the administration feels
particularly pinched for money, it
could seek military and federal
civilian raises of less than 3.4 per-
cent, the aides said. O

" benefits for troops

Department civilian

|

“Salaries and
and Defense

employees
threaten to

squeeze other

Pentagon

- programs such as
- weapons buying,

facility

maintenance and
modernization.”

-Navy Times
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Nimitz working to reduce
manning by 450 sailors

By Mark D. Faram
TIMES STAFF WRITER

Following the lead of the surface
force, the Navy now wants to cut
the crew size of its largest ships.

When the San Diego-based air-
craft carrier Nimitz leaves for de-
ployment in early 2006, it will
likely have 450 fewer sailors than
its 11 flat-top counterparts. %

Since February, Nimitz has
participated in a sweeping man-
ning experiment de-
signed to determine how
few sailors can capably
run a nuclear-powered
aircraft carrier. Similar
tests have been conducted on vir-
tually all other surface ships.

Faced with fleetwide manning
cuts of more than 60,000 sailors by
2009, Navy officials are continually
searching for new and unique ways
to effectively operate a scaled-down
Navy. Modern warships equipped
with increasingly high-tech sys-
tems and weaponry require fewer
people, Navy officials contend.

The Nimitz plans to deploy with
ship’s company totaling just 2,900,
a manning goal set by higher head-
quarters. That's about 250 fewer
than the current reduced manning

" rates of 3,149 officers and sailors.

Carrier Air Wing 11, the ship’s
aviation element, also will make
cuts. It plans to slice nearly 200
sailors from its normal ranks of
1,443, paring down to 1,249.

Those combined cuts would re-

MORE NAVY NEWS
Page 18

duce Nimitz’s manning by about
450 sailors.

Nimitz's skipper said the experi-
ment won't be quick, and will last

at least until the ship returns .

from six months at sea.

“This will go on through a com-
plete deployment cycle and in the
end be nearly a two-year experi-
ment,” said Capt. Bob Gilman.

Nimitz was tapped by the San
Diego-based commander of Naval
Air Forces, Vice Adm.
Michael D. Malone, to
be the test -carrier
because it is nuclear
powered, based on the
West Coast near his headquarters
and just starting its deployment
training cycle.

Exactly where the cuts will come
from is an ongoing battle, Gilman
said, adding no job is sacred.

Cutting down to size

The task of slicing jobs began
with a critical comparative analy-
sis. He looked to other “optimal
manning” experiments conducted
on surface ships for inspiration.

“The most comparable units for
us were the bhig-deck amphibs,” he
said. Though one-third the crew
size of a nuclear carrier, the as-
sault ship Boxer was able to shave
87  billets from its traditional
1,080-member crew.

Cruisers and destroyers, too,
have trimmed down, with most
cruisers cutting 36 billets and early

PH2 MONICA L. MCLAUGHLIN, NAVY

A manning experiment aboard the aircraft carrier Nimitz aims to cut 450 sailors
from the ship’s company and air wing before its deployment in 2006.

Arleigh Burke-class destroyers
weighing in with 35 fewer sailors.

Gillman’s first task, however,
was cutting the current 3,500-
sailor crew — already 10 percent
overmanned because of yard
maintenance requirements — to
the reduced manning figures of
3,149.

Gilman offered early outs to
some sailors and transferred oth-
ers off the ship up to a year early,
all while ensuring combat capabil-
ity of the ship.

“We've got to keep in mind that
the mission of this ship is to
launch and recover combat air-
craft,” Gilman said.

Thanks to a reduced air wing,
other cuts were obvious.

“Our S-3 Viking squadron de-
commissioned -after the last de-
ployment, so welll deploy with 60
aircraft this:time, down from the
72 we had last time,” he said.

Fewer aircraft require fewer

sailors to handle and maintain
them, he said. “Since we almost
never run all four of the aircraft
elevators at the same time, now
we dropped from four elevator
crews down to three.”

Also, aircraft today knock out
more targets with fewer bombs
because of better guidance sys-
tems that require fewer ordnance
handlers onboard, he said. And
aircraft, too, require less mainte-
nance. F/A-18s, for example,
aren’t as maintenance-intensive
as other aircraft, he said.

He's also taken a nod from fleet-
wide ratings mergers to identify
other cuts.

“The Navy is planning on merg-
ing their photographers, journal-
ists, lithographers and draftsmen,
so we've already combined them
onboard Nimitz,” he said.

The merger of quartermasters
and signalmen, he said, saved
him a few sailors, and the addi-

Fewer hands on deck

tion of a high-tech navigation sys-
tem made eight more quarter-
masters expendable.

These cuts soon sparked others,

“When you reduce the numbers -

of those who direetly support the
aircraft and operating the ship,
you then don’t need as much over-
head,” he said.

For example, he plans to move
about 30 sailors from his person-
nel shop to shore “in the next few
months” to establish a pay and
personnel office to handle most of
the ship’s personnel functions,
whieh will leave just a few person-
nel specialists onboard to interact
with the crew.

But unlike surface ships,
Gillman plans to keep most postal
clerks onboard to handle the mail
and money order functions,
though two billets have been cut
from the division.

Other support functions such as
laundry and food service have had
manning adjustments.

“T've still got the same number
of cooks onboard,” Gilman said,
but he has ecombined all the food
service workers, cutting about 25
manager billets in the process.

With the advent of self-serve
laundries onboard Navy ships, the
need for ship’s laundry has been re-
duced but not eliminated, he said.

Right now, he says, about 200
Nimitz sailors have been taken off
in the test and are on temporary
duty onboard the aircraft carrier
Ronald Reagan.

None of the cuts are permanent
yet, Gilman said.

“That way, if we find we've made
a mistake along the line,” he said,
“we can move them back aboard
with just a few days’ warning.” (]

Admiral Vern Clark,
Chief of Naval
Operations has
directed his fleets to
find what the true
manning level should
be as the Navy
restructures itself.
The Navy faces a
proposed reduction
in force of 60,000
officers and enlisted
over the next six
years.



NAVIMEDICINE - ADM Vern Clark

“Our commitment has been this — we’ll spend
whatever it takes for the people to grow and
develop the people who have committed their life
to defend the principles and the values that this
nation believes in. But having said that, | don’t
want to spend a nickel for somebody that we
really don’t need.”
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Hoping to cut costs,

Crews have more work experience, require
fewer benefits than military counterparts

BY ERIC TALMADGE
ASSOCIATED PRESS

ABOARD THE CORONADO —
Chief engineer Andrew Busk
wears jeans and a T-shirt to
work, and he doesnt salute
when the cap-
tain walks by.
Although Busk
is in charge of
the engine room
of the US. 7th
Fleet's temporary
flagship, he isn't
even in the Navy.

He could be the look of its
future.

Reflecting increasing pres-
sure to cut costs and shift
personnel to where they are
most needed, the command
ship Coronado recently sailed
into Yokosuka, the fleet's home-
port just south of Tokyo, with
a mostly civilian crew in an
experiment officials say could
have broad implications for the
way the Navy staffs its ships
around the world.

THE NAYY

Stretched thin by tight fis-
cal restraints and the demands
of supporting operations in
Iraq and elsewhere, the Navy
is streamlining its forces and
rethinking its deployments. As
part of the changes, it is cutting
nearly 8,000 personnel - for an
estimated annual savings of
nearly $1 billion.

The Coronado experiment
fits right in with the streamlin-
ing.

Though the top command,
weapons and other key posi-
tions are reserved for military
personnel, civilians outnumber
sailors on the San Diego-bdsed
Coronado 153 to 117. The size
of the crew is also significantly
smaller - about 200 fewer than
usual.

Officers say the crew reduc-
tion was possible mainly
because of the experience
the civilians bring with them.
Though most Navy ships carry
many young sailors still learn-
ing how to do their jobs, the
civilians aboard the Coronado

THE VIRGINIAN-PILOT NA_TION & WORLD ~ THURSDAY, MAY 13, 2004

Navy tries civilians

Coronado Capt. Christopher Noble makes a speech after the
flagship's arrival in Yokosuka, Japan, south of Tokyo, in March, while
casually dressed civilian crew look on from the deck.

are seasoned mariners who
can often do the work of several
trainees.

“If they want to save money,
we can do the job cheaper and
more effectively” Busk said,
adding that he was able to cut
the Coronado’s engine room
staff from 18 to just three by
increasing automation and cut-
ting redundancy.

That approach has a lot of

appeal to today's Navy.

Unlike their enlisted counter-
parts, civilians can be let go as
soon as they are no longer need-
ed. Though they are paid about
twice as much as people in uni-
form, they don't get many of the
military’s benefits, including its
retirement package.

They can also be used for
custodial or cooking tasks, free-
ing up sailors for what Navy

planners call “tip of the spear”
posts.

“Typically a new sailor is
trained for a couple of years in
a skill, and then when he gets
his first assignment at sea it's
something like cooking in the
mess,” said 7th Fleet spokes-
man Cmdr. Scott Gureck. “This
allows more people to do what
they signed up to do.”

The program is patterned
after the use of mainly civilian
crews on supply ships, tankers,
tug boats and other vessels
in what is called the Military
Sealift Command. One of the
command's main missions is to
position dozens of ships off the
shores of troublespots around
the world to supply military
operations.

“More than 100 ships com-
bine sailors and federal service
employees,” Coronado Capt.
Chris Noble said.

The use of civilians on war-
ships challenges some deep
traditions.

Coronado Master Chief Bill
Porter noted that, unlike mer-
chant marine ships, the Navy
has to plan for the possibil-
ity that crewmembers may be

on some warships

killed in combat, and have crew
ready on board to act as a back-
up. For that reason, officials
say they do not plan to send the
leaner, mixed crews on combat
missions.

“The Navy has some fat built
in by design,” Porter said. “The
end product may be that this is
not efficient for every ship in
the Navy. It's not so much can
we reduce our manning, but
should we."

Noble acknowledged the pro-
gram was, in part, the result of
“a business discussion.”

Noble added that the pres-
ence of the civilians, who
have brought up the crew’s
average age significantly, has
changed the general feeling
on board.

“I've had people with type
II diabetes, heart attacks, a
pacemaker,” he said. “As long
as you're able-bodied, you can
be a civilian mariner.”

Even so, Noble stressed that
although the pilot program is
still under way, he believes
the arrangement has already
shown great potential.

“It's a whole different cul-
ture” he said. “But it feels
right”
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Workd Class Care... Anytime, Anywhen:

New Sheriff in town!
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navymepicne - ADM Mullen’s 2005
Workd Class Care... Anytime, Anywhen: .
Guidance

@ ° Sustain current
readiness

) . Build a fleet for the future

'+ Transform our personnel
system
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AT MEDICTNE VADM Mullen’s Message
l'i'n'm"'_dE;lx-.fi't...-".n}lirrl:,.-'l::.uh:rn: at All Flag Officers
Meeting April 2003

VADM Mullen states “We need to figure
out how much Navy Medicine should be costing us.”

"FIRST AND FINEST”



ADM Mullen’s Message to
NAVY MEDICINE
wime i the Three and Four Stars
July 2005

m going to recapitalize the Navy because | need a
Fleet. If we don’t recapitalize we will have great
medical care but no Navy”

Followed by probing questions — “Should we downsize
Navy Medicine because it costs too much?”

"FIRST AND FINEST”



| ADM Mullen’s
VIIMEDICINE  presentation to the EBC
on 22 Aug 2005

e “Right now healthcare Is out of control.
The big reason is it lacks line uniformed
Involvement who have been left out of the
loop.”

e “We need to ask “What resources should a
mission require?’”

o “We must seek and attain more efficient use
of resources to generate more product.”

"FIRST AND FINEST”



NAVY MEDICINE

Workd Class Care... Anytime, Anywhen:

The Portsmouth Experience
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NAVY MEDICINE

Step by Step
1. Set Workload Standards
2. Monitor Productivity
3. Improve Data Accuracy
4. Recapture Network Care
5. Improve the Value of Care

"FIRST AND FINEST”



NAVY MEDICINE Benchmarked
- Workload Standards

Clinic ENCOUNTERS Benchmark Source RVU's
Surgery
Neurosurgery 1600 per YEAR 75% Academic '98, '01, '02, MGMA 7800
Podiatry 3450 per YEAR 75% Academic '98, '01, '02, MGMA 4250
ENT 2950 per YEAR 75% Academic '98, '01, '02, MGMA 5800
General Surg 1850 per YEAR 75% Academic '98, '01, '02, MGMA 6250
Urology 2850 per YEAR 75% Academic '98, '01, '02, MGMA 6200
Ophth 4550 per YEAR 75% Academic '98, '01, '02, MGMA 7400
Ortho Gen 3450 per YEAR Priv Prac median '98, '01, ‘02 MGMA 7000
Ortho Hand 3600 per YEAR Priv Prac median '98, '01, ‘02 MGMA 7300
Ortho Spine 2750 per YEAR 75% Academic '98, '02, MGMA 9850
Ortho Sports 3300 per YEAR Priv Prac median '98, '01, ‘02 MGMA 7300
Chiropractor 4750 per YEAR (23 per | Camp Pend Provider Productivity Oct '03 N/D
DAY)

Plastic Surg 2400 per YEAR 75% Academic '98, '01, '02, MGMA 5600
Vascular 1750 per YEAR 75% Academic '01, '02, MGMA 6900

"FIRST AND FINEST”



NAVY MEDICINE Trident Tool

Workd Class Care... Anytime, Anywhen:

BP

Clinic Allergy BABA FTE Sept Oct Nov Dec Jan Feb Mar Apr May
Projected Workload 807 807 807 807 807 807 807 807 807
Workload Actual 293 410 310 369 365 321 435 474 446

36.3 50.8 38.4 45.7 45.2 39.8
% Workload % % % % % % | 53.9% | 58.7% | 55.2%
Assigned
FTE's 2.6 2.6 2.6 2.6 2.6 2.6 2.6 2.6 2.6 2.6
FTE Workload 0.9 1.3 1.0 1.2 1.2 1.0 14 15 1.4
Delta FTE 1.7 1.3 1.6 1.4 1.4 1.6 1.2 1.1 1.2
RVU Target 987 987 987 987 987 986 986 986 986
RVU Actual 499 781 528 669 585 471 689

50.6 79.1 53.5 67.8 59.3 47.8
% RVU % % % % % % | 69.9% 0.0% 0.0%
New Appointed Referrals 1 5 0 0 5 1 3 4 5
Authorized Referrals 0 0 0 0 0 0 0 0 0
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Ve SPMS Accuracy

/3 BenchDMIS - Microsoft Internet Explorer

File Edit View Favorites Tools Help

smBack - = - I@ 74 | @Search [Ge] Favarites @Media ® | %v S = £

Address I’Gj httpss finmic-btrd-apl0s med ey, milreconcilefvoc inet/benchdrmis, aspx j @G0 | Lirks **
' Summary & Detail Fiscal Year: IEDDfl vI Month: |Jure =l

" Parent DMIS © Child DMIS ¢ FCC (MEPRS)  Specialty (Summary) & Specialty (All) © Specialty (Staff)
Parent DMIS:  [NMC PORTSMOUTH |

Specialty: |Allergy j

WG Benchmarlk A dministrative Offset

Fiscal |Fiscal I . 16
t_l]]ld DLHS l‘

Type |Provider Encounter Actual RVUs Actual
Expected Encounters |Expected |RVUs

T Physician BEARBABELLA,
! 2004 109 pORTsMOUTH | 178 BABA pesistan  |STA 196.00
2004 |09 BE Aller BABA LPN or LVN DOE, MEL 0 12 0.00 15.00
PORTSMOTUTH & g : :
2004 |09 —— Aller, BABA | Physician  |KELLOGG, JOH |308 60 379.00 94.00
PORTSMOUTH & Z g ' '
{| 2004 |09 DIMC Aller BABA Logistics  |MILLER, MAR |0 72 0.00 50.00
i PORTEMOUTH & & : ' '
MMC - PANETTIERE,
I 2004 |09 opreouTg | Alerey  BABAPhysian 22 0 50.00 0.00 -
MLC Eegistered -
2004 |09 oRTsMoUTH  |Alerey BABA (5T RAMBC, JUD |0 474 0.00 317.00
! 2004 |09 LI Aller, BABA | Physician | SHARATH, MUR |308 77 379.00 133.00
PORTSMOUTH & Z g ' '
i L =
¥ & [&] Done l_ l_ E |4 Intermet Y
EQStart”J :ﬁ a8 3 .i-l “ Ii—llnhox - Microsoft Qutlaok | W Document - Microsoft W, ., ”@BenchDMIS - Microsof... 5&‘3‘@?} QE 10:00 AM
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NAVY MEDICINE

Workd Class Care... Anytime, Anywhen:

|
I
|

SPMS Accuracy

/2] BenchDMIS - Microsoft Internet Explorer o ]
File Edit View Favorites Tools  Help ﬁ
&aBack v = - @ 74 | @Search [Fe| Favorites @Media @ | %v = = =l
Address |E j o | Lirks *

" Parent DMIS ¢ Child DMIS ¢ FCC (MEPRS) © Specialty (Summary)  Specialty (All) © Specialty (Staff) -l
Parent DMIS:  [NMC PORTSMOUTH |
Specialty: | Meuralogy j
MMGRLA Benchmark Adrinistrative Offzet
Fiscal |Fiscal i 1G Entmmtel Actual RVs Actual
C AIS C
i }“ld DL]IS - 3 .
MMC Murse
2004 09 PORTSMOTUTH Neurclogy BAK A Practitioner BEESLIN, MAR 192 438.00 117.00
2004 09 LA Weurslo BAK A | Physician BECERRA, LTI (192 0 438.00 0.00
PORTSMOUTH =7 s ’ ' '
NMC - JOHNSOM,
2004 09 PORTSMOTUTH Meurclogy AA LS | Physician THO 0 0 0.00 4.00
WMC " JOHMNZON,
2004 09 PORTSMOUTH Weurelogy BAK A | Physician THO 192 186 438.00 36500
WNC - WMEADOWS,
2004 09 PORTSMOTUTH Meurclogy AA LA | Physician ROB 0 0 0.00 0.00
WWC " WMEADOWS,
2004 09 PORTSMOUTH Weurelogy BAK A | Physician ROB 192 83 438.00 167.00
WC - DANETTIERE,
2004 09 PORTSMOTUTH Meurclogy BABA |Physician ANT 22 0 50.00 0.00 |
WC - PANETTIERE,
2004 09 PORTSMOUTH Meuralogy BAE A | Physician ANT 163 0 372.00 0.00
WC - DANETTIERE,
2004 09 PORTSMOTUTEH Meurclogy BEDA |Phyzician ANT 6 0 15.00 0.00 r
|2:| Done ’_ ’_ E |O Internet 4

;ﬂstartl“ T & 3 (9] |J | O] Inbos - Micrasoft Outlook | B Documentz - Microsaft W, ..

”@BenchDMIS - Microsof...
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NAVY MEDICINE

Workd Class Care... Anytime, Anywhen:

Currently 27 Prime
Network Patients

Patient Information

Patient Status

Patient “ X” Patient Category: ADFM Deferred by MTF: Yes
Pediatrics
DOB: | 2/7/2005 12:00:00 AM
FMPSSN: | 0L/XXX-XX-XXXX
Admit Date: | 05/04/20
DRG LOS: | 137/3.3
LOS: | 47
Claim Notification: | No

Facility:

Children's Medical Center Washington, DC

Diagnosis:

Ostium Secundum Type Atrial Septal Defect Has CCC syndrome Dandy Walker Malformation, Shunt 4/25 and correction of
cardiac defect 5/10/05 Surgery delayed due to septicemia.

Care Provided/Plan:

S/P correction of cardiac defect 5/13/05. 6/8/05 Rhythm disturbances under control but has difficulty maintaining airway, still
intubated. ? abnormality on CT bleed, vs cyst, will be considered for transfer either to Bethesda or NMCP in the next few
days if condition stays stable. Will require hospitalization for weeks.

Transfer Potential:

Expect to be able to transfer by 6/21/05, mother requesting humanitarian transfer

Provider Notes:

6/16/05 Unable to extubate x3, will receive trach on this date anticipate being able to transfer after 4-5 days. Arrythmia controlled
by one med. less of a problem at this point.

Discharge Notes:

"FIRST AND FINEST”




nd B EH AL Deferrals

[ Microsoft Excel - PIM DEFR 141ANDS ===l
\“__ﬂ File Edit Wew Insert Format Tools Data  Window  Help Type a question forhelp » - @ X
5 FE X G X .4 2] D@ [ -w -[[B]r U $ = -o-A-H
F"\ . > X J A& PROG CATI i
A . B [ ¢ | D E G [ H ] B
| 1 |CLINIC PT NAME FMPSSNPATCAT DMIS |PROG CAT WHO DEFERRED WHEN REASON FOR REF
| 2 |ALLERGY N41 6214|AFM COLLURAJ 10-Jan-05 11 YO M WITH MULTIPL
| 3 |ALLERGY N43 6221|RFM COLLURAJ 13-Jan-05 PT NEEDS FOLLOW UF
| 4 |ANESTHESIOLOGY N31 378|RET MENDEZ,ROBERT J 14-Jan-05 52yo male with DDD at L
| 5 |[DERMATOLOGY N43 6214|RFM MARTIN,KRISTEN A 10-Jan-05 pt requests derm evalfxi
| 6 |[ENDOCRINOLOGY N41 387|AFM KNEE,TREYCE S 12-Jan-05 15 yo male with prior hx c
| 7 |GASTRO N41 381|AFM SMITH,JOHN H 12-Jan-05 52 YO WITH ESLD FOR
| 8 |GYNECOLOGY Ad1 387|AFM BURNHAM,CAROLYN R 7-Jan-05 Mittelschmerz.Patient has
| 9 |ONCOLOGY N43 6221|RFM HOPKINS,MICHAEL T 11-Jan-05 20 Y/O MALE WITH SIC
| 10 [OPHTHALMOLOGY N48 124|AFM CHURCHWELL 12-Jan-05 57 y.o. female with h/o re
| 11 [ENT N11 ADY LASSEN,LORENZ F 10-Jan-05 47 year old ad man had s
| 12 |[ENT N41 124|AFM DAVIS,BENITA C 7-Jan-05 9 dfo m w/ lingual hemang
| 13 |PED CARDIOLOGY N41 124|AFM SALONGA,EMELITA 7-Jan-05 4 DO M W/HRH & TRAM
| 14 |PED GASTRO N41 519|AFM SNOW,FAWN R 7-Jan-05 17 month old BF 27 week_|
| 16 |PED GASTRO N41 124|AFM SNOW,FAWN R 7-Jan-05 6 mos female with specia
| 16 |PED OCC THER N41 6221 |AFM DECHANT,DONNA A 7-Jan-05 3y/o girl w/ oral apraxia, e
| 17 |PED OCC THER N41 124|AFM DECHANT,DONNA A 7-Jan-05 4 yo w/ CHARGE, w/ feec
| 18 |PED OCC THER N41 378|AFM DECHANT,DONNA A 7-Jan-05 2 yr old with arthrogrypos
| 19 |PED OCC THER N41 6221 |AFM GIBSON 7-Jan-05 5 yfo m with hx of behavit
| 20 |PED OCC THER N41 378|AFM GIBSON 11-Jan-05 23 1/2 month old seenin
| 21 |PED OCC THER F41 124|AFM GIBSON 11-Jan-05  Child with apraxia and del
| 22 |PED OCC THER N41 124|AFM DECHANT,DONNA A 12-Jan-05 3 mo male who has dysp
| 23 |PED OCC THER Ad43 381|RFM GIBSON 11-Jan-05 7 yr old male child with p
| 24 |PED OCC THER N41 124|AFM GIBSON 10-Jan-05 4 yo with CHARGE who r
| 256 |PED PHYSICAL THER F43 124|RFM JOINER,JOHN R 10-Jan-05 21 yo male being evaluat
| 26 |PED PHYSICAL THER N41 6214|AFM GIBSON 11-Jan-05 8 month old infant with de
| 27 |PED SPEECH THER N41 378|AFM GIBSON 11-Jan-05 2 + y/o eval by VB El and
| 28 |PED SPEECH THER Ad1 378|AFM GIBSON 12-Jan-05 2 year and 9/12 y/o male
| 29 |PED SPEECH THER N41 378|AFM GIBSON 11-Jan-05 23 1/2 mon old boy seen
| 30 |PED SPEECH THER N41 6214|AFM MEYER,GRETCHEN A 14-Jan-05 21MO OLD WITH SPEE
| 31 |PED SPEECH THER N41 6214|AFM GIBSON 10-Jan-05 9YO IN SPEECH THER °
32 |PED SPEECH THER N41 124|AFM GIBSON 11-Jan-05 4 yo with CHARGE whor _
ﬁ wi[\PIM DEFR 1414805 { Allerqy /. Anesthesiclogy A Dermatology £ Equipment £ Endocrinolody / Gastroenterology /£ Gynecology |40 | e T e : LIJ_‘
Edit CAPS NUM
s || 1) @ © 530 [BlS s wm
|J | ©]tnbo - Wicrosoft Outlook | £ Back-up slides for 55 Conf..| E]5G Jan 05 rev & htpiitoc tms osd.milfegib...| & Template Analysis - Micro... ILgIMicruwﬂ Estcel - PIM ... |0!@Q
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NAVY MEDICINE

Workd Class Care... Anytime, Anywhen:

Value of Care
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NAVY MEDICINE NMCP Orthopedic
- FYO5 Business Plan

Clinical Service: ORTHO/ORTHO HAND/PODIATRY/CHIROPRACTIC
Outpatient MEPRS Code: BEAA/BEA5/BECA/BEC5,BEZA,BEFA

Value of Care:

FY04 JAN FEB MAR APR MAY JUN TOTAL
Value of Care $ 652,405 | $ 622,947 1 $ 782,828 | $ 732992 |$ 687,648 % 833,820 | $ 4,312,640
Clinical Expenses

Clinical Management $ 16,146
Operation of Utilities $ 104,263
Direct Expense $ 4,002,617
Total Clinic Expenses $ 4,123,026
Labor Costs associated w/Res & Interns| $ 323,157
Total Clinic Expenses minus Int/Res labor $ 3,799,869

Profit/Loss (Value of Care - Sum of Total clinic
Expense)

6 months:  $512,770.89

12 months: $1,025,541.78

If the "Value of Care" is less than or equal to the "Total Clinic Expenses" please explain how you will bring them into alignment.

Source: TRIDENT

Clinic : Ortho

MEPRS: BEAA/BEAS Jan Feb** Mar Apr May Jun

Projected Workload 3454 3479 2904 2616 2616 2616
Workload Actual 2102 2108 2391 2239 2210 2622
% Workload 60.9% 60.6% 82.3% 85.6% 84.5% 100.2%
Actual FTE's 12.1 12.1] 10.1 9.1 9.1 9.1
FTE Workload 7.4 7.3 8.3 7.8 7.7 9.1
Delta FTE (4.7) (4.8) (1.8) (1.3) (1.4) 0.0
RVU Target ** 7051 7058 5892 5308 5308 5308
RVU Actual 5690 5624 6473 6201 5401 7313
% RVU 80.7% 79.7% 109.9% 116.8% 101.7% 137.8%
New Appointed Referrals 6 1 1 5 5 6

RVU Source- DQ & Statistics Webpage, M2

Actual workload- Clinic visits, surgeries, I/P consultations

Actual FTE's- Actual Workload/Established benchmark

*RVU Target changed commencing February to meet new standards
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NAVY MEDICINE

Workd Class Care... Anytime, Anywhen:

Results
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NAVY MEDICINE FY_03-05 Non-Active Duty
Workd Class Care_._ Anytime, Anywhere Pr| me Network Deferrals

1000
900

800 4 /\\

700 4 oxme
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200 W%& ol ey
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FEB
APR |
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APR |
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FEB |
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FY03OCT
FY04 OCT |
FY05 OCT |

Medical Services and Data Management
NMCP-Directorate for Healthcare Business Operations Julv = 222
Source: CHCS Deferral Report - pulled 9 Aug 2005 y
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FY04-05 Network Prime
NVYMEDICINE - Qutpatient Purchased
Care Visits

30,000

25,000

20,000 \\-/\\

10,000

5,000

0]

MAR APR MAY JUN JUL AUG SEP '(:)YC(:)'IS' NOV DEC JAN FEB MAR APR MAY

|—I— 24,128 | 20,932 | 20,341 | 21,017 | 15,797 | 16,802 | 15,896 | 16,263 | 16,038 | 14,820 | 16,618 | 16,897 | 19,721 | 17,523 | 15,794

Medical Services and Data Management
NMCP-Directorate for Healthcare Business Operations
Source: M2 - 09 Aug 05
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NAWMEDICINEFYOZL'OS Network Prime Visits

Workd Class Cae.._ Antime, Asyshere Breakout (Outpatient Only)

7000
6000
5000
4000
3000
2000
1000
0 —AHA}" -
All- | Card Con- | Crit . Hosp [Immun Neuro| Off Oth | Phys [ Prev Spec | Vasc | Prev
ergy | Vasc Chem sult | Care Dialy | ER |Gastro Sves | Injec Sys Musc | Sves Ophth Sves | Med | Med Psych| Pulm | Home ENT | Diag | Med
Test Health
=& SEP 31 559 16 147 64 172 11,882 1 495 | 769 | 159 56 |1,045| 858 12 | 2845| 133 | 5316 | 101 36 |1,166| 21 208
—m—OCT FY05| 34 436 16 101 67 221 | 2,044 O 117 | 1,069 | 106 67 |1,075| 806 7 3,416 | 130 | 5,090 101 32 |1,188| 7 213
=ll=—NQV 35 372 22 113 58 262 |1974| 5 30 902 | 162 47 11,090 770 3 3,173 | 116 | 5,274 132 | 178 (1,178 | 18 205
—8—DEC 34 355 13 89 60 252 |2,008| 2 147 | 936 | 110 57 11,118 | 642 0 2,449 99 |4,5562( 160 | 738 [ 930 22 270
== AN 41 282 33 118 28 256 1627 1 76 [1,358] 182 46 | 1,108 | 760 1 2,893 148 | 5150 98 |1,343|1,057| 7 244
=@—FEB 41 350 13 113 14 248 | 1,609| 3 41 | 1,573 | 182 48 11,233 890 5 2,715 | 122 | 4,947 117 | 1,342 (1,276 | 13 286
=li=M AR 57 452 13 117 36 248 |2,365| 3 96 |[1,225] 204 85 | 1,406 | 995 4 3,025 | 162 | 5,736 125 | 2,068 1,286 | 13 293
e APR 54 294 22 107 26 219 |2,004| 2 15 922 | 186 55 | 1,166 | 846 0 2,826 | 134 |5,138( 118 | 1,996 | 1,358 | 27 122
MAY 53 312 20 102 20 212 |1866| O 22 886 | 146 62 |1,088| 828 1 2,537 | 128 | 4,740 83 | 1,920 760 7 152

Medical Services and Data Management
NMCP-Directorate for Healthcare Business Operations
Source: M2 - 09 Aug 05
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- Outpatient Surgery
D Prime Network by CPT

400,000

350,000 \

. \kA
250,000

” w
—
C_G M
> 200,000
(@)
&
150,000
o ‘\./‘Q
50,000
0
Fc\)(é)tzl Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep F(\)(((:)tS Nov Dec Jan Feb Mar Apr May

370,898]266,859] 237,370 279,262 172,952 1 223,729| 214,321 175,256 | 198,334 | 149,949 150,934 | 129,528 | 142,577 | 132,016 | 90,401 | 72,081 [ 97,168 | 124,785 | 124,196 | 87,730

Medical Services and Data Management
NMCP-Directorate for Healthcare Business Operations
Sources: FY03-FY04-FY05 M2 - 09 Aug 05

CPTs 10021-69990
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Purchased Care Prime
Eﬁ;};ﬂgﬂ%& Professional Services Costs
o by Date of Care Received

$410,000 A
$360,000

$310,000 W \-\‘

$260,000 \\*\

$210,000 \ \ /.\\./.—
$160,000 \./.\./H\>‘/\

$ Dollars

$110,000
$60,000
$10,000 =g, FY05
oct | NOV | DEC | JAN | FEB | MAR | APR | MAY | JUN | JUL | AUG | SEP | J = | NOV | DEC | JAN | FEB | MAR | APR | MAY

$332,80)$317,34)$341,32|$308,86 | $327,93|$410,83 | $340,23[$319,10($273,16]$181,63|$191,98($173,91($189,79|$193,68| $182,36| $186,47($194,13[$223,83|$202,01| $207,89

Medical Services and Data Management
NMCP-Directorate for Healthcare Business Operations
Sources: M2 —9 Aug 05 (CPTs 99201-99600)
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NAVY MEDICINE Direct Care Outpatient
Workd Class Case... Anytime, Asyuhere E ncoun te rs

160,000
155,000

150,000 /*\ / \
145,000

140,000 / \ / \*\

135,000 2

130,000 AN [\ e N
125,000 v
120,000 < / v

115,000
110,000 \/

105,000

100,000

95,000

90,000 Jul Aug Sep F(\)(St4 Nov | Dec Jan Feb Mar | Apr May | Jun Jul Aug Sep F(\J(?tS Nov | Dec Jan Feb Mar | Apr | May [ June

|Encounters 122984{121395|110142(136173]|122365[(135353]129132]|129447(151063(127333|130513|131479(124033(128759(131581]|131192(132484(120030(134460/130111[{158667|140753|139093]137110

Medical Services and Data Management
NMCP-Directorate for Healthcare Business Operations
Sources: M2 -9 Aug 05
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Direct Care Outpatient

NAVY MEDICINE
RVUS

Workd Class Care... Anytime, Anywhen:
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100,000
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FY05
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|RVUS

115027

112762

101725

125437

108813

120693

123618

125333

147243

125731
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133159

130536

132524

139710

139637

132768

121221

139121

133593

154158

142424
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Medical Services and Data Management

Green = FYO05 Plan

NMCP-Directorate for Healthcare Business Operations a :
Sources: M2 - 9 Aug 05 Red = FY03 Baseline
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NAVY MEDICINE Di rect_ Care_ I_n patient
Workd Class Case... Anytime, Asyuhere DI S p 0OSI tl ons

1,900
1,800 //*\
1,600 //\

w‘, L4 &
/“\
1,500 e g

1,400
1,300
1,200
1,100
11000 Jul Aug Sep Fg?f Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep FggtS Nov Dec Jan Feb Mar Apr

|Dispos 1,512 | 1,499 | 1,534 | 1,530 | 1,465 | 1,450 | 1,561 | 1,588 | 1,737 | 1,688 | 1,706 | 1,590 | 1,706 | 1,674 | 1,789 | 1,815 [ 1,590 | 1,627 | 1,647 | 1,485 | 1,689 | 1,693

Medical Services and Data Management
NMCP-Directorate for Healthcare Business Operations
Sources: M2 -9 Aug 05
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wysiene  D1r€ct Care Inpatient
Workd Class Case... Anytime, Anywhere RW P S

1,700
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A : AN

1,400 \‘/A

1,300 7@

1,200 o b e e e e i 4 e 4 4 e 4 e b e b 4 e 4 s b et s s b s e 4 f e 4 b 4t b —t 4 — s —-

1,100 FY04 FYO05
Jul Aug Sep oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep oct Nov Dec Jan Feb Mar Apr

|RWPs 1,220 | 1,284 | 1,229 | 1,312 | 1,227 | 1,270 | 1,358 | 1,384 | 1,582 | 1,404 | 1,441 | 1,381 | 1,433 | 1,412 | 1,413 | 1,514 | 1,380 | 1,405 | 1,369 | 1,370 | 1,574 | 1,507

Medical Services and Data Management - vos o
NMCP-Directorate for Healthcare Business Operations ngef |;Y03 . alr']
Sources: M2 — 9 Aug 05 ea = aseline
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vy vepienve Business Plans/Staffing
wtste i Revenue-generating directorates

 Director, Surgical Services
— 2003: 627 FTE ASSIGNED
— 2005: 614.85 FTE ASSIGNED
— Decrease: 12.15

» Director, Fleet and Family Medicine
— 2003: 757.5 FTE assigned
— 2005: 644.5 FTE assigned
— Decrease: 113 FTE

e Total Decrease: 125.15 FTE

"FIRST AND FINEST”



Ve Overall Impact

Human Capital Strategy

e Direct Care Decrease of 87 FTEs $5.8M
* Resource Sharing Decrease of 32 FTEs $6.9M
e PBD 712 Conversion Decrease of 90 FTEs $16.7M

Increased Productivity

® 17% Increase in Core Medical Center Outpatient
Productivity from FY03

® 14% Increase in Inpatient Productivity from FY03

Productivity Total: $21.0M

Overall Impact $46.0M




NAVY MEDICINE

Workd Class Care... Anytime, Anywhen:

Network Savings

Cost to
Savings in . Langley AFB | Ft. Eustis PC| Total MSM PC Cost in .
g Cost in BAG2 giey Savings
BAG1 PC Cost Cost Cost Network .
Ratio
Close To Standard
Only $3,615,290.91 $0.00 $0.00 $0.00 $0.00 $14,348,744.26 4:1
Close to Standard and
Ret Dep Prime $5,022,203.56 $3,707,329.77 $650,144.70 $817,155.99 $5,174,630.46 $25,038,580.66 5:1
Close to Standard and
All Ret Prime $6,070,389.81 $6,946,336.75 $1,208,521.10] $1,574,392.39 $9,729,250.24 $34,654,652.88 6:1
Close to Standard All
Prime but NMCP $8,723,584.04 $6,946,336.75 $2,595,595.44|  $2,560,153.76 $12,102,085.94 $60,973,413.56 7:1
Close to all but Active
Duty $10,557,121.54|  $19,646,010.50 $2,595,595.44|  $2,560,153.76 $24,801,759.69 $65,238,565.17 6:1
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@NAWMEDICINNaval Hospital Pensacola

* "
Workd Class Care... Anytime, Anywhen: g \;—-'

T

Percentage of Referrals Deferred to Network

AUG SEPT OCT NOV DEC JAN FEB MAR APR

JBaId g/lsam Arrives 0O % NOT DEFERRED @ % REFERRALS DEFERRED
uly
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vavy MepicviNaval Hospital Pensacola

Workd Class Care... Anytime, Anywhen:

Cumulative Cost Avoidance
Active Duty Referrals Only

$2,000,000 $1,900,626.
$1,800,000 /
$1,600,000 $1/610,971.84

$1,400,000 -
$1,200,000 -
$1,000,000
$800,000
$600,000 -
$400,000 -
$200,000
$0

200

$1,094,258.72

ZFEPT OCT NOV DEC JAN FEB MAR APR
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vwyveniene FYO5 Prime Network

Workd Class Care... Anytime, Anywhen:

Savings as of 6 Sept 05

Organization Dollars Saved
NMCP $12.4M
TOTAL NAVY MEDICINE ($8M)
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NAVY MEDICINE Good to Great :
- by Jim Collins

“Stockdale Paradox: You must maintain
unwavering faith that you can and will
prevail in the end, regardless of the
difficulties, AND at the same time have the
discipline to confront the most brutal facts
of your current reality, whatever they might
be.”

"FIRST AND FINEST”



NAVY MEDICINE Good to Great
- by Jim Collins

“We expected that good-to-great leaders would
begin by setting a new vision and strategy. We
found Instead that they first got the right people on
the bus, the wrong people off the bus and the right
people in the right seats- and then they figured out
where to drive it. The old adage “People are your
most important asset” turns out to be wrong.
People are not your most important asset. The
right people are.”

"FIRST AND FINEST”



NAVY MEDICINE Execution
by Bossidy and Charan &=

“Lots of business leaders like to think that
the top dog Is exempt from the details of
actually running things. It’s a pleasant way
to view leadership: you stand on the
mountaintop, thinking strategically and
attempting to inspire your people with
visions, while managers do the grunt
work... This way of thinking Is a fallacy,
one that creates Immense damage.”

"FIRST AND FINEST”



NAVY MEDICINE Good to Great
- by Jim Collins

“Those who launch revolutions, dramatic
change programs, and wrenching
restructurings will almost certainly fail to
make the leap from good to great. Rather,
the process resembled relentlessly pushing a
giant heavy flywheel in one direction, turn
upon turn, building momentum until a point
of breakthrough and beyond.”

"FIRST AND FINEST”



NAVY MEDICINE

Workd Class Care... Anytime, Anywhen:

Questions and Discussion
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NAVY MEDICINE

Workd Class Care... Anytime, Anywhen:

Back Up Slides
Orthopedics
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NAVY MEDICINE HIGHLIGHTS

Workd Class Care... Anytime, Anywhen:

Component FYO06 Proj

Total Encounters 73569 88394 20% 92814 5%
Total RVU 99922 120834 21% 139221 15%
Gross Revenue (VOC) $7,394,255 $8,941,680 21% $10,302,354 15%
Total Expenses $7,428,782 $7,448,935 0.27% $7,564,351 2%
Net Value ($34,554) $1,682,529 4969% $2,738,003 63%
Margin -0.47% 18.82% 4127% 26.58% 99%
Gross Rev (VOC)/enc $101 $101 0.65% $111 10%
Net Value/enc (%0.47) $19 4153% $29 55%
Net Value/rvu ($0.35) $14 4127% $20 41%
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NAVY MEDICINE PRODUCTIVITY

Workd Class Care... Anytime, Anywhen:

Total Encounters Total RVU
100000 160000
90000 1 140000 -
80000 1
120000 -
70000 -
60000 oFYO04 100000 o FYo4
50000 mFY05 80000 mFY05
40000 O FY06 Proj 60000 O FY06 Proj
30000 -
40000
20000
10000 1 20000 4
0 0
Total Encounters Total RVU
Gross Revenue- (VOC)—————— Net VOC
$12,000,000 $3,000,000 $2.738,003
$10,000,000 $2,500,000 H
$8,000,000 ey $2,000,000 $1.682:529 o
$6,000,000 BFY05 $1,500,000 1 Ll |@FY04
! B FY05
FY06 Pr
$4,000,000 g o $1,000,000 1 I |@ FYo6 Proj
$2,000,000 - $500,000 1 L
$0 $0 ~
($34,554)  Net Profit (VOC)
Gross Revenue ($500,000)
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NAVYMEDICINE - pEv/ENUE (VOC) BY DIVISION

@ Acute Care Ortho

m Foot & Ankle

O Fracture

O Hand

B NSN Sports & Chiropractic
@ Oceana Sports & Chiropractic
m Oncology/Tumor

O Ortho Pediatrics

m Ortho Spine & Chiropractic
m Orthopedics NMCP

0O Orthopedics Same Day

o Orthotics

m Physical Medicine

m Podiatry

| Sports

B Total Joints

18%

7% 60 0%
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NAVY MEDICINE PROJECTIONS FY06

Workd Class Care... Anytime, Anywhen:

Results: RVU/YR ENC/YR ENC/MO

Breakeven Point: 98,953 74,401 6200

Enc Vol/period 0 8,453 16,906 25,359 33,813 42,266 50,719 59,172 67,625 76,078 84,531 92,985 101,845
RVU Vol/period 0 11,555 23111 34,666 46,221 57,777 69,332 80,887 92,443 103,998 115,553 127,109 139,221
CMAC price/unit 74.00 74.00 74.00 74.00 74.00 74.00 74.00 74.00 74.00 74.00 74.00 74.00 74.00
Fixed costs $6728373 | $6,728373 | $6728373 | $6,728373 $6,728,373 $6,728,373 $6,728,373 $6,728,373 | $6,728373 | $6,728373 | $6,728,373 | $6,728.373 $6,728,373
Variable costs $0 $69,386 $138,772 $208,159 $277,545 $346,931 $416,317 $485,703 $555,089 $624,476 $693,862 $763,248 $835,978
Total costs $6728,373 | $6,797,759 | $6,867,146 | $6,936,532 $7,005,918 $7,075,304 $7,144,690 $7,214,077 | $7,283463 | $7,352:849 | $7.422,235 | $7.491,621 $7,564,351
Total revenue $0 $855,095 $1,710,101 $2,565,286 $3,420,382 $4,275,477 $5,130,572 $5,985668 | $6,840763 | $7,695858 | $8550,954 | $9,406,049 | $10,302,354
Net profit (loss) ($6,728.373) | ($5942,664) | ($5.156,955) | ($4,371,246) | ($3,585536) | ($2,799,827) | ($2.014.118) | ($1.228409) | ($442,700) $343010 | $1,128719 | $1,914428 $2,738,003
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SCORECARD
NAVY MEDICINE FINANCE & CUSTOMER

Workd Class Care... Anytime, Anywhen:

Financial Metrics

Financial Objective Type Measures Targets Supporting Initiatives Annual
Revenue growth and mix Productivity growth - encounters 5% increase for FY06 to 93240 annual enc - 4440 enc (370/mo) (14.8 encl/fte/mo) Additional Chiropractor. Pending: 2 PA's and a Physiatrist 5%
Revenue growth and mix Productivity growth - RVU 13% increase weighted average of RVU/enc from 1.36 to 1.50/enc. Combined with OrthoEMR and Six Sigma Coding Initiative. 13%

FY06 5% increase from FY05 AnnEnc we project an RVU increase from 120000 to
139860 and a gross revenue increase from $8.9M to $10.3M

Innovation % of revenue from new services 5% of revenues will come from new products. RTW Program & Ortho Shockwave Therapy 5%

Cost reduction/productivity Revenue per FTE/mo Increase revenue per outpatient FTE/month by 36% from $25Kfte/mo to $35K Template & Deferral Management & OrthoEMR processing $35K
FTE/mo

Cost Containment Ortho cost center balances Maintain clinic and MOR budgets within FY06 quarterly appropriations DMLSS, Receipt monitoring, and DME $7.2M

Customer Metrics

Customer Objective Type Measures Targets Supporting Initiatives Annual
Customer retention Deferral Management Retain 100% of all named accounts throughout the fiscal year. Referral Management Process 100%
Customer satisfaction Surgical Access to Care Increase customer satisfaction (as measured by external survey) so that 75% of all Reorg for Ortho centralized OR Scheduling & Fleet Liaison 75%

customers are "somewhat" or "very" satisfied.
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